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/\ Utilizing a datkfile compiled by Geflfe Summers from 
arious censuses of governments/ publica^tions, the following ^ ' 
hypotheses were tested: (1) a relationship exists bet wee ij^ county . . 
government revenue and the level of manufacturing, the size of tie . 
popjxlation* in\ the county, and/the Median family income; and (2) a • / 
/ change in th^vformer is due to changes in the 3 latter variables. The 
* relationship petween the dependent variables (revenue as broken down 
into, the 4 components of^^deral .intergovernment . State 
inter government, proper;ty .tax, and pother tax revenues) ;and <the 
independent variables /(level of manufacturing, employment, population 
size, and median family incom^e) wfere analyzed at^ time ♦periods 
spanning over 15 years (1950," 1956, 1960, an4 1966) • The, schematic 
models employed we^e analyzed in terms of the following regression 
equation: year o^total revenuie or its c6mponent=level of* 
manufacturing ♦/population size ♦ median family Income. Analysis ^* 
indicated tha^inaustrial development was not the panacea for . 
community revenue meeds, as county revenues appeared to depend upon^^ 
people rather thetn\andustrial plants^per se. (JC) 
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; It 'is now generally known that in* the United States of America ^ 

government e:jq>enditures outvJeigh government revenues. This tendency of 

expenditxire to outrace revenues has, been going on at least since the" 

Second World V/ar and is increasing in both absolute and relative terras. 

In fact, the difference between expenditure and revenue has reached 

such diajensions that some scholars have labelled this phenomenon ^ the . . 

1 ' • 

fiscal crisis in America. 

' Government officials know that eventually the crisis mil adversely 
affect the life style of every American and that an attack on' one or. ' ' 
a combination of factors is needed to alleviate the situation. One 
"easy" Msy to "solve" the oroblan is to cut back on govemmenj; 4)roYided 
'services. .This measuw/^uld ^ilnore jthose citizens most ,dqp«ident on ^. 
^venment services /i^ose-needs woul4 be further neglected, and so ^ 
it ^ has to be/weighed agains^t social costs (crime, riots, etc .4- 
Other suggested'solutions' are! ^(a). to- increase govorranent revenues by 
•.direct or indirect taxation and/oir (b) to legislate various types of 
.**freezes'yfflid/or "credit*; expansion progianis and/or (c) to reform or 
make^nuz^ "Efficient' '\the present taxation system and/or (d) to find a. 

tiew/xevenue j:ax base. \ ~'' / i • ' 

In sraalieAcountieL specif ically 4e nonSMSA type, government < 
officials have traditionally seen the search for a new/tax bas% in the 
£o«a oi iridustria{\dey!«1oip^nt 35 the: solution to their fiscal problems 
land to everything eke thatVils the coninunity. Officials in these, areas 

idve been knor/a 'ta actively compete with local officials from, neighboring 

V i -^'^ ' ■ - ' 
_J.ties to induce a pr^sp^ive industry to select their conmunity 
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as the ^ite for a new industrial plant. 

<^Jt-is th|?;;p^iri>or^^ of this paper to make explicit the causal model ; 
implied, in th^ga^iWl notion that industrial de^/elopia^t will ease the t 
fiscal crisis of smalls -eOTimunities, To achieve thii objective an ' 
attenpt will be made to, analyze tlie relationship betive^ tlie revenue of * ^ 
'xrounty governments (as k proxy'f or tijien local, govemmentsV and .the level 
of manufacturing in tbe c|<?nty.. The model will be tested Wng county ' 
revenue data, pbtained/from a national saiijple of 276 nonSlSA do^nties 
in the U.S.A. 



or 



Related Researcli Results" ^ 

. * Industrial impact research in the U.S.Ar'has ^ej<? ioi^ on for more 
2 

* than thirty years. Rence,. there is no dearth o:^escj|fch' investigation 

into the effects of industry on the nation, thjnregw. the state or 

the cosranuni.ty.. There is also" no laclc of aaifijfo)fli^^ 

^ , jTi ^fi ^-V/ 

research findings. X 0/ / , f 

* Of the many assun?)tiQns that, u^rlie/j^^iusf^^ d^lqpir^nt and * 
resSrch, the five most ccmriion al^. (a) thelidea liiat the^ ibcatiW of 
industry swehow promises to be the p 

i^Ksi a,cost/Jj|pefit analysis as an effective i^t^^^lMch to gqppraise 
a project, (c) the belief thatWrious kinds of ojaicessions are itec- 
essary ^ order to.atttact industry, (d) the consnitmsnt to "gT-owth" at 
any cost and (e) the notign, that bigger is better.*^ ! \' 

Scholars have tested one or '^combination of these^sun^^ions ' 
from a variety of disciplines and depending on the objectives 6f their 
research have confirmed or questioned th^ir validity. ' • . ; 



i\for ^1 iHi 



, (b) the fell^ce 
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In tliis countiy the greatest^^aiaount of W research has been 
sponsored by the United/States Department of Agriculture and the Agri- 

cultural Research Stations. Their findings are usually available in 

• " j • - . • ^ ' ^"^^ ^ 

the fom of Researdii?BuXletins. It is only recently that these 



station studies have been ferreted out, ccwpilett and 



arch 
in one 

place. Mpst appea^ to be specific* to- the area^r^ plant J>wiig investi- 

was 

atiqu^CSummers, 



gated or '*onej^ shot" 
started after 
Infdustrial I: 

In recent 
that iiipact res 



pieces of research. Often 
ant was constructed or in 

attGCij^ 




a^^nble 



\ 



have. 



"ori^shot"' 



made to oyerasne the accusation 




indiastry's iiipact 
overcome the, - 



atljeopts at imderstan< 
Lty.'^ Attenpts^have^^ls^been inade to 

[ue to the 



ings were: 



?a. 



:e4 looking at 





Scho;i^rs led by Hirsdir^hMfer, GarrisonJ Ulrich-and-othefs / / 
t^^e 



a dozen or more compinities at the s^ame 



^time. TTieir researdi, in terms of ipdustr>'*s im>act on the public^ 
sector^Qf^^'thc^ e^omy, ha§: been concerned maiiuy with the exp^diture 
fiscal coin. Hirsch looked at/Ae i^ct on schools and 
(stxi^cts and ^caiftined the changes Jiii eiBployment; income, ts 



^ . > Ijasje •/school revenue and expenditures, m concluded that the 

r/'if state^ aid is jiicluded as 



.... , 

' ^health of la school, district inproves 




t^cai, 



< V 



1/ 
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a revenue ^oorce''^ Otdier resfeard^rs^l^e Lov/enstein, ]^sard and 
Cbugh^iri^feMm^ of industrjrcyi the publ&- sector, of . the,; 

community^ ojncluded that the -additio^ municipal revenues generated by 
new iiidustiy arp' frequently greater tliap tlie additional cost. Mb 




attonpt was made > however, to evaluate the in^ct of industry on revenue 

' ' / - , . ' 

per se or to^ isolate 4Jie .specific copiponents of -reverfue that were 

' _ ^ ; » " ' . * 

affected by' industrii^ti lOf^^ation, * » 

\ . ' 

V/orking ,with botli tiie private and ptiblic sectors of crainunities 

exposed to industrial plant location \m^p J^n scholars like Garrison, 
' Shaffer, Hageman and Braschler, Stevei^ ani Wall%e and WadSworth and 
Conrad. ^ . - \ 

Garrison concluded from his study of ^ nine new plants in five 
Kentucky coninunities that 'the industrial /iji5)act '^"on the public sector 
tended to be Negative vflien industrial property was exai^^lr from taxes 
, arid when serVioe requir^pents were increased by new^ residents^ and 
students* Hagerman and Braschler who researched three new ^irms 
examined changes in public s^tor revenues and e3q)enditures. They dijl 
not link changes in the public sector finances to ne^^ industry* 
. population or new students, nor -did they isolate new industry's impact. 
Stevens and IVallace examined changes in county goveitoent revenues o 
(assessed, valuations and tax rates) betwe.en 1947. and 1960 but they too 

did not directly relate gains in tlie public sector revenues to the new 

* ^ t- 8 
industries they were monitoring. ^ . 

The same can be said of Wadsv/orth and Conrad \Aio made no estimate 

' of the net gains to the public, sectot or to the conraunity due to the 

I presence of an industrial plant/ Shaffer in his study of The .Impact 

of Industry on Rural (^Mnmunities in Oklahoma "found that the comraunities 

studied^ received substantial net economic benefits from new industries 

• but that the major portion of the gains were from the j^riv^^te 'sectors, 

, 0007 • . . 
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"The napucip^. government and school districts experienced a small net 
change in theii* fiscal base from industrialization". Shaffer concludes, 
. **From a national peo^spective rural industrialization wa5 ben^icial in the 
short and intermediate run, but had adverse effects in the long run" >^^ i 

Other, factors 'that appear to account for changes in county revenue 
appear to be the size pf tiie population and/the median family income of . 
residents of the county*^ Unfortunately, most of tlie studies monitoring 
industry's impact do not focus on demographic data and use population 

statistics as a background against lAich to stiSdy the economic or 

/ 11 
ecological effects of industrial invasion. (See Summers, et al. , 1975, 

for a review of the content of 178 case studies.) tVhat research has 

'indicated is that .jwpulation gains have been experienced by communities 

and that, median family income has changed as a result of industrial 

* , location. This effect of these changes on county revenue is a question - 

that still needs tg be resolved by empirical research. 

It must also be remembered that county govemm^its have little or 

no tax raising paver. They are legally subordinate to the State without 

wliose consent tliey cannot raise or ltemove any taxes. ^They owe their • 

origin to and derive ti^eir powers and rights wholly from the [State] ^ 

' , leg&lature" (this is 4he famous ''Dillon Rule'' after Ghief Justice 
»•* . 0. ^ ft. * 12* 

Vy^^^V;*^ Dilldn of thei Supreme Court of Iowa:29 Iowa 47S 1868)/ The functions 

; ^ arid powers of the State government ^ opposed to the Federal government • 

are also enumerated in Article ly^ection 8 of the Constitution witli 

the Tenth /uTiendment reserving for the. Stat6> "all powers neither delegated 

' to the National government not prohibited to the State^.J., The county is 



. • o . . • 0008 

EMC ' • 



a 



4 



the primaiy agent assigned to cany out State fiinctions* It exists in 
all the 50 states of the U.S.A. exxrept Connecticut and Rhode Islaml. 

' , In Louisiana th^ term "Parish" ^d^ Alaska the term "Borough" is used 

13 ^ 

in lieu of county. Not all counties have county goveminents. ^Sme- 
times ^ municipal -and county governments merge as municipalities. 
^imicipalities are relatively concentrated j^pulation areas providing 

V specific services to cities. * In Baltlniore and St. Louis and^ in 35 
cities in Virginia;, the cities are outside tlie counties, so that nearly 
12 percent of U.S. ^population is not served by a county government. 
These are also, toitoships that serve inhabitants of an q^-ea witliout 
population concentration ^ performing limited functions. The number of 
county goveilm)ents:per, state varies with^DelSwaye and Hawaii having * 
three ^each and Te^tas having 254. The average number^ Of county govemm2?/c 
if 6.r, with the IVesterri and NorthrEastfem regjLons h^lp^ and the southe: 
and mid-V/estem regions well above average. |he average imibet pf resi- 

, dents per county is 56,975 vdth Hinsdaije, Gelbfado haVihg 'flOO and 
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County Government^revenue are ob^tainted from five main sourtesi 

i trai^fei 



The Federal and State intetgovertiraent. 



jrs in the foijn of grant- in-^ 



aid and shared ta^ices .(40%). (The property tax (42%), otlier nonpropetty 
tajces (3.6$) and' taxes>on jmiscellaneous items_(14%) . The intergovbrh-/ 



mental revenues are usualljL-i 
higiiways 



r, i.e., for special programs like/ 



ools. They are allocated* according ^to knpw criterion 




.-^aii^^annot be divert^ifof needs otlier t^ian those specified, '^^^main 
, source of •'nonspeci:|^ed" county gov.emment revenue is the property' tax 
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\iiich represents up tx> 93 percent of all its taxable effort. It is the 
mainstay of the county government, thou^ there aj^ars to be a growing 
feeling that the tax burden on property owners is extrertely high and an 
alternative source of revenue is required. It is generally held* tfiat " 
in counties i^iich do not have an alternative revenue source the reliance 
on property tax is ej^ected to be relatively higher than in counties 
that do have altei;native. The extent to vAiich reliance on property 
tax changes') di^e to industrial invasion also requires investigation. 

In summary, then, one sees that the research findings on the in^jact 
of ih^try on the public sector has been a cautious observation that ^ 
revenues generated are greater than costs of industrial location or 
the mpact tends to be negative \Hien industrial property is tax 
exen?)t or ^Aenr^^^rojects in the long run. "Relatively little work has 
been done to understand Ifiw general ^revenue or its ccm^xments are affected 
in scm counties and not in^tiiers or how revenue changes occur in some 
cotmties and not in others as a result of industry locating in that areaJ 

at is also lacking is a wid^r unit of analysis and a longer time span 
SO. that data ftODi a sanple of tounties that is national in representation 
is analyzed beyond, the traditional ' short run*' span *?f five to ten years. 
As succinctly observed. bj'T./E. Till, Jr. ''most studies are essentia" 
ally 'short nin* i.e. concerned with changes* vMdi occur one year or a 
few years i^rfter the plant started production.*' Most existing slizdies are 
also specific* to the ^rea or plant being investigated. Those tliat do 
consider a longer term become *'a spatially and temporally ^unique , ' 
ethriography", difficult to use to guide development projects in other 

• •• • ^ ' OHIO ' - • 



.parts of the nation. 

Thp neglect of tliese aspects of research is due in part to the 
. difficulty in obtaining data for a natianal^project th^t utilizes a 
sample of counties in the U.S.'A. In part, the neglect is due" to the 
difficulty of conparing data since no single .formula to measure 

revenue or revenue capacity or revenue effort is used across the nation. 

^ ' ' 
t A^ot only is there no single fonmila but there is no consensus in^^acaderaii 

of \>iiat revenue capacity means or ought to mean ^ or what-l£e measures 

. measure or ouglit to measure. '''^ For this analysis it was felt that the 



debate ^ji academia could be bypassed if one accepted the Actvisory . 
Commission for Intergovernmental Relations definition th^tj^^^nue 
capacity equalled actual revenue ralied*'.^^ The most obvious advantage . 
in using this definition is that it permits conpariso^ aniong counties 
acrpss different ppints^in time,, fegarlless of individial county formulas 
J j that are used to cfetexmine revenue effort. It 'also provides the . 
^standard of coji5)arispn necMsarjf. for a task of this magnitude,^allowing^ 
one to make use of an alrea^ coUected body- of data> 

Tlie second obstacle of obtaining county data ^f 01^**3 national project 
was overcome mainly through tlie !energie|^ of Gene Sumihers viho was 
iiistrumental in compiling ^ mararaotli datt file frcmi.the var4oiis census pf 
governments publications. So, the opiAMrtunity to test tlie research 
findings of ''sliort run one shot reseai^" on a national sample should 
provide sane clues to vtot hdj^ns to county revenue J^en industry^ moves ^ 
into its area. The 'overarchinj? hypotheses atei (a) that a reiationsti^p 
^Exists between county government revenue and the level of manultactu^g, -r 

♦ * 



th^^#size of the popiiiation in tlie county and the roedi^h family, income; • 
and that Cb) a change in the fomer is due to changes in the three 
latter variables. ' > 

By deconposing revenue into four major conponents (Federal Inter- 
goveinnient revenue. State intergovernmental re\^enue. Property tax 
revenue and Other revenue) these hypotheses can be extended further 
to test the variance with. each component of revenue thus: There is a 
relationsiiip between 'Federal government transfers in 1950. and the level 
of manufacturing (1949)^ population size (1950) and median family income 
(1949) etc. ejc. etc. . * ^ ' 

In this paper an. atteiipt will be^made to test the above hypotheses- 
TTi^^relationsliip between the revenue variables (dei/endeht variable y) 
and tne other three variables (independent variables. Xj, X2> Xj) will 
be defined by. the^gression. equation^ . ^ 



« Reveniie ot county govermrfent with i federal revenue J« (if) ;} 
• % state • (j); % property tax » (1$) and % Cotiheri^^. (1) 

5 « - constant ^ ' . ^ ^ ^ 




' X J » level of manufacturing enq)loyment- 

^2 * population size ' _j 
.and Xj « median family income > ^' ^ 7 

The analysis will be carried out at time period|g sp|mning ovyr ! 
fifteen years. Tfie year under inveJs^igation iHll be^ '^jjidicated m th^e y 



equation by tlie following, symbols: 
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> » 19S0 data 

Q » 1956 data ■ ... > * 

R » 1960 data" f 

S « 1966 data ^ 

In many instances data were collected a year or sb earlier than 

; ' ' ' \ ' 

the letter that .syiii)olizes it. Revenue data were collected in 19S1, 

1956, 1961 and 1966-67; industrial developmejit data ia^ 1947 and' 1959; 

population data iix 1950, 1960 and 1970 \Aiile median fepdly data in 1949, 

) 

1959 and 1969. • / ' ! ^ ^ 

The 1951 and 1972 Census of Finance data is not usable because 
someone in the ,CenSus Bureau with infinite wisdom has (recategorizod 
thelse clata making ccanparisons with \rfiat was pitolishedf£rc3m 1956, through, 
1966 in|?ossible. 



What will be- discussi?d are regression equations ;using data fran 

the early fifties through to 1966. - Sch<^tically the models are as\ 

* * . ' - ^ - f % 

follows: . , ^ 

Total revenue or . Level of ^ P^^^ation Median Family 

its component ' = manufacutrihg Size + Income 

4 cy) ■ • Vi . . f. -Vz • 

P 51* <— ; ^ ^ 

% , ..56 <-:'^"'- ' ■ • ' 

I > i - ■ , ■ ■ , '« 
R.. 61 < r- -irr 59 ^60 S9 



S 66 k;-^ 

72* ^ '■ 70 <r- 70! 70. 

data available as categpries changed by unknown census official I 
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Before proceeding with the analysis a little in6r6 ni^eds to be-s^d 
about the'data and its characteristics. Data were raadl available 

. courtesy of Gene Stanaers. Hie nmber of cases, viiere data were mis|ing 

^ ' ■ 

for this stii^y' were not large. This was due oto the fact that the census 
of, .government replaces missing data with the mean fr^^r^^ties ha^mig 
similar characteristics. So neither revenue nor population nor median 
income 44ta^cbul^ be called inadequate. The data (^'tt^%^ ni&nber ox 
jobs in the county and -file total nunber of jobs in mffl^ v|iich 
were transfoxmed, (Man*100/total erap.) to give the peilc^Vof raanuf^turing 
employees in the county did have 45/276 and^ 50/276 cas,c| of massing dat^. 
These data were^not reported ^by the counties orn^ete id|Wield by the 



publishing agency to aypid'disclosure of infoxmatibn fqr an indivic 



reporting rndt^y^r all such cases missii^g data wasg|8|)laced witipthe 
mean. 

^;^To determine the reliance 0|i a specific comppri^i of revenue^ for 

.^canple, property tax, the followiilg transformatij^^^ carried a|t 

^tfa operty tax revenue \ - /J' ''||f \ 

» • ( Tbtal county revenue ) *100. Property tax v«i^'|$i^eft;;lin keeping jath the 

general assun|)tions,as a function of the per^t oi noriufacturM 

^loyees in the county plus^ the size of the population pltis median 

family income. ^ It was hypothesized that the greater Ihe foiwer^mie 

greater the^latttef three variablesand vice versa. Similar transformations 

were carried out for 6ther reveni^ crapOTients. And jthe- results were - ^ 

examined at three different times (five jears apart)y[9S6, 1961,pnci' * 

1966. Then change over time was scrutinized^ to.^tefmine the ej^nt 

to Wiich change in Tevenue and revenue conqponents are a functioi|^ of th^ 

" " . - nni4 



three- basic variables menticmed above. To determine how much of the"'- 
variance each variable e3q)lained the step- regression anal^si^ technique v 
vras used. Using these procedures gives ^s (33x3) regression equation, 
models vdiich are organized in this followifig way. v First, the effects, of ■ 
the thred independent variables (i.e. level of manufacturing enoploymenj:, 
population size and median fanily inccme) on the dependent variable 
f ^revenue) for the corresponding year, will be discussed. tlie same 

independent variables' effect m new (depen^nt) rigv^e data five years 
later will be examined. Finally, change in the revenue data as a function 
of change in the three independent variables will be examined. This . 
procedure will be followed' for all the revenue conqxments and for toaal 

comty ^revei^ue. ^ 1, 

. JifiliBi^l 1 that examines the effect of the level of manufactuting, 
population size and median* family income on percent^.*of inteVgpvexpmentail 
federal transfers to the county government revenue, it was observed 
that the level of — i— —jIW, 



man^cturij[i^ 'e:}3^ an iiifinitesmal percent of the 



variance an i956. (;000|^ , ^ (.0133) and' in 1966 C.0128). The 
"other two variables scardely fared any better with population size 

^ . i . ■ . . ■ 

e3q)laining in 1956 (.0022), 1961 (.0056) and 1966 (.0069) as small a 

percent , of the Variance as yas .e3q)lained by median family income in the 

j» " ' - • ■ ' • •■ ' ^ ^ > 

county in 1956 (.0078) in 1961 (.1525) and in 1966 onlv (.1^53). * 

Only the standai^d regi^ssion tdefficient for median inccane.of the i 

family appears to be rfegat^veiy;jrelated td the percent of federal 

government transfers. In 1956 -tlie standard regression coefAcient was 

J'' . . , - ' \^ „ ' 

(-.0925). in 1961 it^\*as (r..4196) but it lost about one percentage point 
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(.3954) in 1966. What this njeans is that the higher tKe percent 

. /' ' , " . f , 

F^ral government traiisfers the lower the median family income and ^fice 

versa. . Put dif £erei\tly richer coninunities get less help in revenue 

raising from the federal government transfers than do poorer corammities. 

Measured by the t values (i.e., partial regression toefficient 

divided by their respective errors of estimate), independent variable Xj^ 

(level of raanufac^ing) is not significantly associated with the depen- 

dent variable (Federal government transfers) at the .05>and .01 levels 

in any of the given fifteen years. The other two variables (X2^and Xj), \ 

however, are significantly asspciated with t^ie dependent variables in 

1961 and 1966 but not thus associated in, 19S6. ^ So that intergovernmental 

federal transfers ^^>pear tO: Ife^a small but significant function of popu-. 

' lation'size andinedian family incoinel. This is related to the taxing 

powers 'of the Federal jovemraent and the transfer of payments. The 

amount of Federal government revenue fixM intergovernment^ttai^fers per 

capita does not change significantly either f ran 1^56 ^ to 1^61 ^ fitmi 

1961 to 1966 and is in the small amount of 1 to 3 percent during this 



period of time. So the yerdict Qf no variance e^qplained can be brought 
to the . three indej^endent ^v^riables selected and the percent of Fe<^ftl 
govemmMit transfers. ^ ^ 

The second ™)del, revenue from state intergovernmental transfers 
(y^pi^ ^ ^l^]f ^^2^2 * ^5^3^ being a function of the three independent 
vkikables reyea^ that a vexy small percent of the- variance (.0031), 
036) t and^ (.^bO) e;lther singly or in a grdi^ is expla^d ih 1956.^ 



Though this variance (R^) increases slightly in 1961 and 1966, its 
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increase is not more than .01 percent. It was also observed that the 1 
beta vgjlues are negatively correlated for two of the independent yai 
ables. In 1956, both level of manufacturing (-.0428) and median family 
inpome* (-.0812) are thus correlated. This ineans that the lower the 
l4vel of manof acturing and median lincome the higjier the' revenue to county 
government fnxn. state intergovemment transfers in 1956; In 1961 and 
1966, however^ it is population size, rather tEanVedfcan family inccmie 
that is negatively correlated giving the regression coefficient values 
of (-.2277) and (-.1861) respectively. The level of -manuf acturing | 
eraploymeiit and the size of the population are. inversely related to th? 
percent of intergovernmental transfers from the State in 1961 and 1966. 
The independent variable X^, however, is significantly related at the ^ * 
.0001 level in both ,1961 and 1966 with a standard regression cbefficient 
of .41 in 1961 and .42 in 1966. In 4961, 14,5 percent of the variance is 
e^lained by income \vhich increases one percent in 1966. Level of manu- 
facturing is not significantly related to state- transfers though size of 
population is. Looking iit the equations singly or in the grotp of 
three Swiables,/bie change in the coefficient of determination (R 
or the variance e:Q)lain6d) accounts for 1 percent of the variance in 1956 
increasing to 16 pjercent in 1961 and 17 percent in 1966. O'f this percen- 

tage, median family income accounts for more than half o^ the^ variance 

1 . 

•f^ explained in 1956 and 14.5 and 15.5 percent of it in 1961 and 1966 
respectively. ' j ""^'x 

Change in coi|ity revenue as a result of intergovernmental .per 
aq>ita ;tr2nsf ers icm the State is .significant in 1961 for the median 
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family income ^alcsie and is positively correlated at/ both points of ^ 

' * ' ' 

observation. Level of manufacturing has a nega^tive correlation to the 

•per capita intergovernmental transfers from the Statf government. What 

this appears to mean is that the highe.r the level of manufacturing 

cnqployment, the lower the per capita. intS^o^vemraental state transfers, 

' This^is significant at the .0005 level. In 1966 none of the independent 

variables^ are significantly correlated to per-^c^ita state governmental. 

transfers though a change is observed in, the extent 'to which eacH variable 

e:q>lainsi variance. In 1961, 4 percent of the variance was explained by 

and but in 1966 these two variables c<^ined explained only 1.5 

percent. Population size which (e}q)lained only 1' percent dn 1961gained 

in value to explain 6 percent' in 1966^ 

' ^ ■ ' ' , ■ ' -■ " . 

In sunmary, then, xt* a5^)ears as if intergovernmental transfers 

> ^ \ 

from the State is a function of median family ii^ome in botK*4^1 and 
1966 and not directly a^function of level of manufacturing as has^ 
traditionally asstaned. It was also shown that level of manufacturing is 
inversely related to intergovernmental transfers from the; State. Tlus/ 
seems to iii?>ly 'that tiie level of manufacturing does relieve the state/ " 
of its fiscal burdox vis a vis transfer, of p^mients to the local ^vem- 
ment. OrPtiie other hand, the shift could be e35>lained by- the fact? that, 
population is both negatively and significantly correlated to the state . 
transfer variables, vMle median feoily income is positively correlated. 
$tate transfers to local ^emment revenue, ^jpears ta. be ;a fijnctlon of ' 
size of population (negatively) and jnedian family 'income (positively) . . 
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. In the third model the effect of the three iiKiependent yariablei^ on 
local property tax revenues is examined to test the assumption that ^ ; 
industrial developcent, eases the property tax burden of residents. * In • 
1956 (the variance explained) ^fficient of detennination, fdr level 
of manufacturing was .0003 and the multiple correlation .OlSO .and not .' 
significant. In 1961 the standardized regression coefficient jLs 

inversely related to the local government property tax revenue ;(-. 11641^ 

* '* ' ' • ' , ' 

This pattern is relatively stable (-.1052) in. l^e-. the higher 

property tax, revenue, the lower the level of manufacturing, thoy^ the 

.■' * ' ' ■ ' ■ i" i ' ■ 
relationship is not significant at anV of the three points 

Regarding the other independent variables it wasi found that tlie size ' [ ' 

of the^ population in the coutty e}q)lained none of the variance in the ' 

model in 19S6, .0006 in 1961 and .0190 in 1966. The standard ;regression 

coefficient positive in 1956 slild/ negatively; related in 1961 (-.1592) 

and 1966 (-.2840). Thfe greater the size of the population, .the les? 

the. reliance on property tax reveroae and vice versa, , though :this wajs not 

significant at any of, tiie three tihe periods at vMch .data were ex»minedl 

^ ^ ■ • ■, ■''i 

1 .it; I I • . ■ . - ,> 

The third yariajle (X^) median family income, was not significant in ' 
1956 though ths equation revealed a negatiw standard regression coeffici-. 
ent (-. 0620). -.1 Only. .0035 percent of the variance explained is kttribute^ 
to this variable. So vdiile higher median incqnes result- in dower>pijoper^ 
taxe^ in 1956 the findings* are not significant at the ;001 or .005"level4 
of abstraction. \ , r , . ~ ' 

In, 1961, median family income was sigjiificantly (.0001) and posi- 
tively .3739. related to the local property tax revenue. It explained 
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12 (13. S |)ercent] of the variance jEtotqp of variables. , The 

higher the ina»iui, the greater the prc^rty t^T^^^ that residents in . 



tax revenue inH9^l5. 
the property tax i^V€ 
. VQien the diange 



/ 



counties vdiich w^e relatively "rich** paid, higher property taxes than 

in those comties i^ere the residents were not so ''rich". In 1966 the 

' V ^ *' 

picture for median i^ly income is relatively constant explaining two 

lance 'than in 1961 (14.5). The regression ^ 

coeHicient is still positive and significant. Also significant tfiough 

luwersely related is 'tl\e size of i^pulation in I960 to the property 

le lower the size of the 'population, the greater 

collected ai^vice versal ' . ^ ' ' - / 

t pi^ per caprEa^property tax revenue for 1956 

to 1961 is, examined, a negative insignificant regression coefficient 

(.0442) is still observed for level of manufactiiriiig, explaining (•0&24) 

of the total variance of the three independent variables. Also negative 

and insigni^cant is the change i^^yjiedian family income on per capita 

property tax revenue from 1956 to 1961. Pc^wlation-size change is 

positive but insignif icantiys correlated. , Only 5 percent of the^to^tal 

change in variance appears to be e3q>l^sdned by all three variables^ 

The equation regarding change^ in property tax revenue from 1961 \ 

to 1966 explains^ 10 percent of the variance with S^lze of population^ 

explaining 8 percent and showing inverse (-.2218) and significant 

correlations {-.0003). Median family incane is also negatively correlated 

though with no degree of significai^ce* ' \ 

Examining the last con^xment. of revenue, otiier local- taxes, it was - 

seen that it e:q)lained .2 percent of the variance in 19S6 and 1.4 percent ^ 
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of the variance in 1966. It is not sipiificant for any of the three 
variables though for niedian family inoHuej, there is^a weak inverse 
relationship* Keak becattsfe it .explains only .004 percent of the variance. 
One can say tlie. higher the median faraily income the lower the local* tax 
revenues. The per. capita chang;e in local goverment revenue (10S6 to 

1961 and 1961 to 1966) as a consequence of the thx^ee independent ^riabl^s 

<^ * * 

is positive and^ignificant although^ it explains approxiMtely .04 

" <? 

percent of tlie variance observed for tli6 group of variables. Population 
rs7ne^tively correlated in the 1956 to 1961 time period, though this too 
is insignificant in that it e^lains. oiie percent qf the varifexce. .|n 
1966 the per capita change in the,lacal goverment.. revenues from^othe^r ^ 
taxes showed almost no' variatfon in the coefficient of 4etemination. 
It ^s positive foj popujtotion size and median/family mcm^ and > . .1 . . . 
negatively c^el^ed^^l^^ of manufacturing ^ut not significant for^ 
any one or all «iree variables ih a grbi^. It e^^lained eight percent of 
tlie total variance in tlie amount of revenue realized ^rook the pet capita 
. local noi^roperty tax base/^^\ . • . } 

Finally, an e<^tion modeiVj^ desig^ied to lcx)k at total revenue 
for the county, to deterrtine .the If f^ll tnat could be explained by tlie 
three independent variables, level of manufacturing in county, size of 
population and niedian family inccsne. * ' " . , 

In the first equation tliat exaxtii^ed the effect of the tliree indepen- 
deut variables on total revenue it was found tliat (a) the level of manu- 
facturing explains a minutesmal percent pf tlie variance in 1956 (.4), 
in 1961 arid in 1966 . (.03) respectively. The otlier two variables fared 
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inuch better vdth size of population e^laih»g* 33 "percent of tl^ <^riance 

in 1956 and almost double that percentage (60^ percent) ia 1961 and 1966^ 

The relationship between median income was weak explainiiig .3 percent of 

^ ' • ' ' f - / * 

the variance in 1956 and .6 percent in 1961 and 1966. 

^ The standard regression coefficient of total -revemfe is negative, 

though insignificantly at .005 level, correlated to level of manu;^ 

facturing eiiplci^mtHiiW5e^-.OS13^ in 1961 (--0008) and in, 1|66 

(••0005)'. It is also insigrii^^t TOr median family incqine (.lS68)/'irf 

1956, C.08J7) in 1961 and (.0732) in 1966. For population size, the ^ ' 

standard "^regression coefficient^as positively and significajitly. correlated 

/ ^ 1 

in 1956 (.5291), in 1961 (^7509) and in 1966 (-7479). What this ai^ars 
to indicate is that popu;iation size and not tho^^^vel of igaaufacturing 
pet se determines the/total revenue of the county govfenanents. ^ It ha/ \ 
been often established that the location if industry stops the out* . 
migration of pe<^le. So that by increasing the size; of i^^*1p^X poinl-. 
lation one increases its revenue effort either throudi transfer ^payments r 
or tnrough taxation. . ! ; . ^ ' 

VMle a direct relationship .betft(een level of i^aiuifacturijig az\d 
revenue realized does not exist, an indirect ^one can be attributed to 
the fact that manufacturing increases population size of county govern; ' 
mrats, the^ revenue capacity positively. " ^^ 

This larialyfej^ tried to examine' t^e effect of level of manufaipturing 

on county revenue -t^en in total and decoiip)sed into inportan^ ccHip)i^nts. 

^ ' y \ ' 

Two con|)onents; Feddral government intergoveninental transfers and'localj., 

taxes appeared to e^lain a very insignificant portion of tlie variance. 
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I This be attributed to the allocation of -pd^^ betw^n Federal and 
State gove^nts .a^. specified by the.: ^^^^ Si/ce counties • 

are creatm-es of the State, it a^Was if 'the F^eral govenment is 

I nl^t involW^th.it in any big w^y irid transfers to tiie local goVentoent; 

. are not "a^W^on of any of the three variables tjiat were discussed in 
this P3peri a-- ' ; ; , 

\ Uith the second dependent variable, State intergovernmental transfers, 
..both level of '^ufacttaring and size of population were invers ley related 

^^to a^unt of transfers fi^fthe State.; S$at^ re)^me)o' local goviiiments 

|. incr44ed %en W4j5j^am^|uring and site of population in the 
coi4t^ were- low. Me^aii "income was the only variable significantly and 
pos^ive# correlated- indicting t^i^t M^er-inconi realized higher 

. ^(iorae tax^which resulted in, higher reyeraie returns to the comty. ' 

v. Propeiy .tax. revenue- is regarded by local authorities as the most 
crucialicoifflx>rient;of reyei^|Accoi^g.io;the assui^^^ the.inanufact- 
uring iiiduAries-.Had ail dffei^fon l^^^^ fqr the 

^^sidents. A significant invers e^ relationship between thp i^v^l of • 
roanufaQturing 'and property tax revenb^wa^ fexpected from the data. In ■ 

. 1556,^; |hi5iex^ectat I„ 1961 and 1966 an inverse 

.r^m|pnship. w^ fpui«i but it explain^ only. 1 pei^cerit of ke variance 
a#^>wa:s not^si^ficaht. 4<hat was, .found to bp^iWicant was the 

^i^l^cc^ m 1961 ax^ 1%6. This variable also'.explained about 
fifteen percel:^' of the variance. Population size ^-hich ' vias' inversely ; 
related to, projie^ty tax revenue ^as no^/significant Li.l9S6.or 1961 but ' " 

.^peared to have a significant -effect oif pi^perjfy tax 'Avenue five years " 

!t^t though the variance ejqjlained was ^y,.2 percent. ' ' ■ ' , ' 



Local tax rev^nbe^ idiich the literature states » accounted for 

1 

3 percent of vthe total revenue of local govemnmts showed no^ surprises 
It e3q>lained an infinitesmal portion of the viuriance (3%) and ivas not 
signifj^cant. ^ ^ 

The mast^iSiteresting aspect of the analysis was finding that the 
variance e3q>lain^» or that in the sjLgnific^ce leA^ls showed no signi* 
ficant change 9 vdien revenue (dep^dent) data at ""a specific point in time 
was observed and then replaced by. revenue data five years later. 
Further » \dien a. transrobnatiori was carried out to detexmine the change 
in tlie revenue data from an ^rlier period and v|ien this was observed 
against a similar transformation for the three ix^ependent variables^ 



significant chaise in the V|riance was observed, in the level of 
inanufapturing equation. Ihis could mean that the revenue effort of 
local goveminent officials was not maximizing the revenue potential of 
the cbunty. Some scholar? |iave already^ observed this by stating that 
local officials need to know how to loore efficiently tap their tax 
resource base. The debate in acadenda also aqppears to be around this 
issue so perh£q[>s academics and local officials need to pool resources to! 
learn how to maximize effort to alleviate the fiscal crisis that local . 
£^emments across the Nation appear to be facing. , 

The analysis seemed to indicate that the assunption th^t industrial 
development is the panacea for the commnity re^^enue needs, appears to be' 
misconceived* County revenues ^^)ear tb-depmd t^on people and no^ on 
industrial plants per se. The moving of conmerical or administrative 
operations to nonmetrqpolitan' counties would probably-^iave the same effect 
as the nbving^f an industrial plant has, though the ecological damage 
m^^y not be as grea^'. * ' ' ^ , " 
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